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LFB:......Russell — Nonrefundable individual income tax credit for adoption
expenses

For 2005-07 BUDGET -- NoT READY FOR INTRODUCTION
SENATE AMENDMENT ,

TO 2005 ASSEMBLY BILL 100
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1 At the locations indicated, amend thefill as follows:
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Analysis by e/L/egislative Reference Bureau

In calculating an individéal’s Wisconsin adjusted gross income (AGI),/an
adoptive parent may generally, undeg current law, deduct from federal AGI up to
$5,000 that is expended during the year'tq which the claim relates and the precgding
two years for adoption fees, gourt costs, or legal fees relating to the adoption of a child.
Under this bill, no deductions may be claimed Tox guch expenses for taxable/years
that begin after December 31, 2005.

Under federal law, there is a nonrefundable adoption éxpenses tax credjt, under
which amounts of up fo $10,000 of qualified adoption expenses™may, generally, be
credited against the féderal tax that is imposed. The Internal Revenue~< gde defines
qualified adoption expenses to mean, generally, reasonable and necessary adoption
fees, court costs, attorney fees, and other costs that are directly related to the legal
adoption of an eligible child by the taxpayer, and defines eligible child to mean an
individual under age 18 or physically or mentally incapable of caping for himself.

ederal law provides that, if adoption expenses are paid gr'incurred during a
taxable year before the taxable year in which the adoption is fihalized, the credit for
those expenses is allowed during the year following the year during which the
expenses are-paid or incurred, and, if the expenses-dtre paid or incurred during or
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t the year in which the adoption becomes final, the credit for those expenses ma;

claimed for the year in which they are paid or incurred.

/ If the amount of the federal credit for which a taxpayer is eligible exeeeds the

| amount of taxes owed, the excess amount of credit may be carried fo d for up to

| five years. The $10,000 limit is for each child adopted and is a cum qtive limit. The
\amount of the credit that may be claimed is phased out to zer6 as the claimant’s
modified federal AGI income rises from $150,001 to $190,000. With regard to the
adeption of a child who is not a citizen or resident of the Jnited States at the time
that'the adoption proceedings commence, the credit may be claimed only upon the
adopti?? becoming final.

This bill creates a nonrefundable individfial income tax credit for adoption
expenses incurred by an individual who is gligible for, and claims, the federal credit.
The credit may be.claimed for an amguht of qualified adoption expenses, up to
$5,000, to the extentthat the expenses exceed the amount that the claimant is
eligible for, and claims, under the federal credit. For claimants who are nonresidents
or part—year residents of Wisconsin, the credit that may be claimed is prorated based
on the ratio of the claimant’s Wisconsin AGI to federal AGI.

If the credit amount thét the claimamt is eligible for exceeds the claimant’s taxes
due, the claimant may carfy forward the unised credit for up to five years. Generally,
under the bill, the prévisions of the federal eredit, including the definitions of
qualified adoption expenses and eligible child, th&~maximum income phaseout
provisions, the detérmination of the years in which the credit may be claimed for
expenses paid or incurred, and the provisions relating to foreigira doptions apply to
the credit credted in the bill.

This bill will be referred to the Joint Survey Committee on Tax Exémptions for
a detailedanalysis, which will be printed as an appendix to this bill. )

Fof further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

stad in senate and assembly,

-

The people of the state of Wisconsin, represe
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@ \\‘j SECTION %1{.05 éfz (b) 22. of the statutes is amended to read:
3 ,
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71.05 (6) (b) 22. For%axable years beginning after December 31, 1995, and

before January 1, 2006, an amount up to $5,000 that is expended during the period

that consists of the year to which the claim relates and the prior 2 taxable years, by
a full-year resident of this state who is an adoptive parent, for adoption fees, court
costs or legal fees relating to the adoption of a child, for whom a final order of adoption

has been entered under s. 48.91 (3) during the taxable year. \///@
i
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v SECTION B¢, 71.07 of the statutes is created to read:

! 13/ /2

2 71.07 (A, Ag;(}f:’SION EXPENSES CREDIT. (a) Definitions. In this subsection:

3 1. “Claimant” rlneans an individual who is eligible for, and claims, the federal

4 credit.

5 2. “Federal credit” means the federal tax ci'edit, for adoption expenses, under

6 section 23 of the Internal Revenue Code.

7 (b) Filing claims. Subject to the limitations provided in this subsection, a

8 claimant may claim as a credit against the tax imposed under s. 71.02, up to the

9 amount of those taxes, an amount of up to $5,000 of qualified adoption expenses, to
10 the extent that those expenses exceed the amount of the credit for which a claimant
11 is eligible, and claims, under the federal credit in the year to which the claim relates.
12 (¢) Limitations. 1. No credit may be allowed under this subsection unless it
13 is claimed within the time period under s. 71.75 (2).

g ; 14 2. For a claimant who is a nonresident or part-year resident of this state and
% 15 who is a single person, multiply thé credit for which the claimant is eligible under

16 par. (b) by a fraction, the numerator of which is the individual’s Wisconsin adjusted
17 gross income and the denominator of which is the individual’s federal adjusted gross
18 income. If a claimant is married and files a joint return, and if the claimant or the
19 claimant’s spouse, or both, are nonresidents or part—year residents of this state,
20 multiply the credit for which the claimant is eligible under par. (b) by a fraction, the
21 numerator of which is the couple’s joint Wisconsin adjusted gross income and the
22 denominator of which is the couple’s joint federal adjusted gross income.
23 3. The provisions contained in section 23 of the Internal Revenue Code, to the
24 extent that they apply to the credit under that section, apply to the credit under this

subsection, unless this subsection explicitly provides otherwise.
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1 (d) Administration. Subsection (9e) (d), to the extent that it applies to the credit

under that subsection, applies to the credit under this subsection.
(e) Carry—forward. If a credit computed under this subsection is not entirely

offset against Wisconsin income taxes otherwise due, the unused balance may be

2
3
4
5 carried forward and credited against Wisconsin income taxes otherwise due for the
6 following 5 taxable years to the extent not offset by these taxes otherwise due in all
7 intervening years between the year in which the expense was incurred and the year
8

Y
in whlch the c rryg—gorward eredit is claimed \/

=g Y SECTION 10 (4Wtutes is created to read:
h@@:g\ Cletter 0" 5i \(//.
ce

10 71.10 (4) (ce) The adoptmn expenses credit under s. 71.07 (W) Q)]

4 g | '59"%»\9* %% e Dy s () %

12 Lf%\) @ W first applies to taxable years beginning on January 1, 2006.

(END)
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LFB:..... Russell - Nonrefundable individual income tax credit for adoption
expenses :

For 2005-07 BUDGET — NoT READY FOR INTRODUCTION
SENATE AMENDMENT,

TO 2005 ASSEMBLY BILL 100

At the locations indicated, amend the engrossed bill as follows:

1. Page 565, line 25: after that line insert:

“SEcCTION 1286L.m. 71.05 (6) (b) 22. of the statutes is amended to read:

71.05 (6) (b) 22. For taxable years beginning after December 31, 1995, and
before January 1, 2006, an amount up to $5,000 that is expended during the period
that consists of the year to which the claim relates and the prior 2 taxable years, by
a full-year resident of this state who is an adoptive parent, for adoption fees, court
costs or legal fees relating to the adoption of a child, for whom a final order of adoption

has been entered under s. 48.91 (3) during the taxable year.”.

2. Page 579, line 17: after that line insert:

“SEcTION 1311ia. 71.07 (5i) of the statutes is created to read:
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71.07 (5i) ADOPTION EXPENSES CREDIT. (a) Definitions. In this subsection:

1. “Claimant” means an individual who is eligible for, and claims, the federal
credit.

2. “Pederal credit” means the federal tax credit, for adoption expenses, under
section 23 of the Internal Revenue Code.

(b) Filing claims. Subject to the limitations provided in this subsection, a
claimant may claim as a credit against the tax imposed under s. 71.02, up to the
amount of those taxes, an amount of up to $5,000 of qualified adoption expenses, to
the extent that those expenses exceed the amount of the credit for which a claimant
is eligible, and claims, under the federal credit in the year to which the claim relates.

(¢) Limitations. 1. No credit may be allowed under this subsection unless it
is claimed within the time period under s. 71.75 (2).

2. For a claimant who is a nonresident or part—year resident of this state and
who is a single person, multiply the credit for which the claimant is eligible under
par. (b) by a fraction, the numerator of which is the individual’s Wisconsin adjusted
gross income and the denominator of which is the individual’s federal adjusted gross
income. If a claimant is married and files a joint return, and if the claimant or the
claimant’s spouse, or both, are nonresidents or part-year residents of this state,
multiply the credit for which the claimant is eligible under par. (b) by a fraction, the
numerator of which is the couple’s joint Wisconsin adjusted gross income and the
denominator of which is the couple’s joint féderal adjusted gross income.

3. The provisions contained in section 23 of the Internal Revenue Code, to the
extent that they apply to the credit under that section, apply to the credit under this

subsection, unless this subsection explicitly provides otherwise.
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(d) Administration. Subsection (9¢) (d), to the extent that it applies to the credit
under that subsection, applies to the credit under this subsection.

(e) Carry—forward. If a credit computed under this subsection is not entirely
offset against Wisconsin income taxes otherwise due, the unused balance may be
carried forward and credited against Wisconsin income taxes otherwise due for the
following 5 taxable years to the extent not offset by these taxes otherwise due in all
intervening years between the year in which the expense was incurred and the year
in which the carry—forward credit is claimed.;’.

3. Page 583, line 9: after that line insert:

“SECTION 13120. 71.10 (4) (ce) of the statutes is created to read:

71.10 (4) (ce) The adoption expenses credit under s. 71.07 (5i).”.

4. Page 1037, line 2: after that line insert:

“(4k) ADOPTION EXPENSES CREDIT. The treatment of sections 71.05 (6) (b) 22.,
71.07 (51), and 71.10 (4) (ce) of the statutes first applies to taxable years beginning

on January 1, 2006.”.

(END)



